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not be any early resumption of the internal circulation of gold
coin. For this purpose the report said: 'informal action on
the part of the banks may be expected to accomplish all that is
required3, but otherwise legislation giving the Bank the option
of converting its notes into bullion instead of coin could be
resorted to.

This report, issued three months before the Armistice, became
in many respects the basis of subsequent legislation and admini-
strative measures. But at the outset its most important recom-
mendation was rejected.

The financial assistance which the country was receiving
from the United States Treasury could not continue indefinitely.
It was in fact brought to an end in March 1919. And thereupon
the Government issued a regulation (with statutory force) pro-
hibiting the export of gold. Thus the war-time impediments in
the way of the export of gold made way for a formal suspension
of the gold standard. The convertibility of currency notes into
coin continued, but as the coin could neither be melted nor
exported, the link between the pound and foreign gold standard
currencies was effectively broken. The prohibition of export
was successfully enforced and there were never any noticeable
withdrawals of gold from the Bank of England for purposes of
evasion.

The prohibition of the export of gold was imposed at a time
when there was some reaction from the war-time rise of com-
modity prices. A recession of business was threatened, and
people shrank from the prospect of measures of credit restriction
when it was urgently necessary for the demobilized men to be
absorbed into industry.

But the recession proved to be insignificant. The infla-
tionary effect of government finance soon made itself felt.
Bank rate remained at 5 per cent., but was not effective because
treasury bills were on offer at 3^ per cent. The issue of the
Victory Loan and Funding Loan in June 1919 was accompanied
by a suspension of the sales of treasury bills for an interval of
several weeks, during which the current needs of the Govern-
ment were met by money borrowed at call through the Bank